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Y M INDI 
(in millions of U.S. dollars unless otherwise noted) 


1988 1989 1990 
Domestic Economy 
Population (millions) (1) 1.86 1.97 2.11 
Population growth (% est.) 3.3 5.5 6.6 
GNP (1) 933 999.7 1031.5 
GNP per capita (cur. dollars) (1) 501.6 507.4 488.8 
Annual real growth rate ($%) 2.8 6.7 3.1 
Consumer price index (% change, 
lower income group) 6.4 13.0 6.5 


Production Employment 

Labor Force (thousands) 585 658* 
Unemployment (thousands) 122 130* 
Industrial production (% of GNP) 11.2 9.1 
Mining (% of GNP) 6.9 9.9 
Commercial fishing (% of GNP) 14.2 6.9 
Agriculture, incl. animal husbandry 

(% of GNP) 22.9 25.3 


B Pp 

Exports (FOB, incl. non-factor 

services) 495 
Imports (CIF, incl. non-factor 

services) 601 
Trade Balance -106 
Current account deficit (% of GNP) 13.3 
External public debt 2352 
Total debt services (% of exports) 32 
Foreign exchange reserves 

(current dollars) 103 
Average exchange rate UM/dollar 74 


-M ' ia 7 
U.S. exports to Mauritania 
U.S. imports from Mauritania 
Trade balance 

U.S. share of exports (%) 
U.S. share of imports (%) 


Bi Ai 
Economic (USAID) 
Military 


Note: Except where indicated otherwise, all figures are the most 
recent provided officially by the Government of Mauritania 
* Estimated figures 
(1) Source: World Bank 
N/A -Not Available 





SUMMARY 


The Islamic Republic of Mauritania, located on the northwest coast of 
Africa, is bordered on the north by Algeria and the Western Sahara, on the 
east by Mali and on the south by Senegal. Mauritania's Atlantic coastline 
to the west is adjacent to some of the richest fishing grounds in the 
world. An estimated 75 percent is land covered by the Sahara Desert. The 
southern quarter along the Senegal river possesses fertile soil for 


agriculture and animal husbandry but also faces the problems of 
desertification. 


Mauritania's modern economic activity has been developed in the northern 
cities of Nouadhibou and Zouerate, centers for the principal exports of 
fish and iron ore. A large percentage of the population is nomadic 
although the number is shrinking rapidly as animal husbandry and oasis 
farming become more difficult. 


With the support of the World Bank (IBRD) and International Monetary Fund 
(IMF), the government launched in the 1980s an ambitious economic recovery 
program designed to reestablish its credibility with foreign donors and 
attract foreign investment. Although that program met with limited 
success, the IBRD and other donors have been encouraged sufficiently to 


support Mauritania in its present economic reform program (the PCR) for the 
years 1989-1991. 


A prolonged ethnic crisis between Mauritania and Senegal, which began in 
April 1989, has affected the Mauritanian economy in several ways. 
Mauritania expelled from 60,000 to 170,000 persons, some Senegalese, but 
others who consider themselves to be Mauritanian citizens. At the same 
time, large numbers of repatriates, up to 200,000 persons, came to 
Mauritania from Senegal, resulting in a net population influx. Not only 
did the foreign exchange remittances (hard currency CFA from Senegal) from 
repatriates cease, but these same repatriates had to be absorbed into the 
economy. The ethnic crisis created land ownership disputes and security 
problems in the Senegal river valley which have persisted until the 
present, discouraging some investors and foreign donors from immediate 
developmental investments. 


While the Mauritanian-Senegalese disagreement has not been resolved, formal 
talks between the two governments began in July, raising hopes that 
diplomatic relations could be restored in the near future. 


In another positive developement, the conflict in the north between the 
Polisario Front and Morocco, which has effectively closed the 
Mauritanian-Western Saharan border since the 1970s, has been the scene of 
recent United Nations activity. Preparations are under way for a 
referendum to determine the status of Western Sahara and end the war. 


These positive trends, however, are tempered by the ramifications of the 
Persian Gulf War. Mauritania's alignment with Saddam Hussein incurred the 
wrath of Saudi Arabia and Kuwait. In the post-war political turmoil, Saudi 
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and Kuwaiti bilateral aid was suspended and multilateral aid was reduced, 
representing a loss for Mauritania of its top two aid donors. The full 
economic impact of this loss will be very serious as replacement donors 
will be hard to find. 


RENT ECON I 


Qverview: Mauritania has suffered from frequent, severe droughts which 
have devastated the agriculture and livestock sectors and caused a massive 
exodus to the cities, severely depopulating the northern two-thirds of the 
country. About two-thirds of the population now live in towns and urban 
areas. Other factors which have adversely affected the economy were the 
Western Sahara War, the collapse of iron ore and copper prices, and rising 
energy costs. Economic mismanagement also played a role as large 
industrial projects begun in the 1970s and early 1980s proved to be poorly 
designed or untenable. As a result of these factors, Mauritania has 
developed a heavy burden of external debt and significant fiscal and 
balance-of-payments deficits. 


The government has now begun its second stage economic reform program, 
essentially a continuation of the PREF, the Program for Consolidation and 
Growth (PCR), for 1989-1991. Despite the social disturbances and border 
closing with Senegal, the government has continued to implement the 
structural adjustment and reform program as defined in the PCR. Because of 
World Bank and IMF conditionalities, price controls have been lifted on all 
but three goods, import controls have been liberalized, investment laws 
codified, tax reforms have been instituted, restrictions have been placed 
on certain public sector companies, several government-owned companies have 


been put up for sale to private parties, and numerous workers in oversized 
companies have been laid off. 


A major barrier towards investment and development is the limited 
infrastructure. There are only two high-quality, paved long-distance roads 
in Mauritania. Mauritania single railroad line specializes in carrying 
iron ore from Zouerate to Nouadhibou. Internal air transport is the 
quickest and in some cases the only viable mode of transport. The newly 
opened Friendship Port in Nouakchott qreatly reduces the load at the 
overburdened Nouadhibou port, the only other port in Mauritania. 


Fisheries: Within Mauritania's exclusive economic zone (EEZ) are found 
some of the richest maritime fishing grounds in the world. Valuable 
demersals, such as lobster, shrimp and squid, are abundant in the waters, 
as are fish such as tuna and cod. The government views fisheries as a 
major hope for generating employment, foreign currency earnings, and 
providing a nutritional supplement. Fisheries production now outranks iron 
ore as the greatest contributor to foreign exchange earnings. 


In 1979, the Mauritanian Government developed a new fisheries policy aimed 
at encouraging joint-venture companies, as opposed to leasing and licensing 
arrangements. This policy led to more Mauritanian participation and 
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increased revenues but did little to discourage or prevent over-fishing in 
Mauritanian waters. During the PREF, a variety of efforts were begun with 
the assistance of donors to reinforce the government's capacity to design 
and implement sound policies to accomplish the goals of increased national 
control over the rate of fisheries exploitation, the return of an increased 
proportion of fisheries revenue to factors of production within Mauritania, 
and an increase in value-added local fisheries production. 


A new long-term strategy for the fisheries sector was adopted by the 
government in April 1987, establishing guidelines for both the level of 
exploitation and the types of fleets to be granted licenses. Despite some 
policy reform, progress has been limited. Over the medium term, however, 
some programs are expected to have a beneficial impact. Included in these 
are several programs to train Mauritanians in fisheries skills, to develop 
a local fish-processing industry, to "Mauritanianize”" crews and to engage 
in further joint-ventures, of which five have already been signed with 
various countries. The Nouadhibou port has recently seen an important 
infrastructural improvement in its newly installed floating dock for 
ship-repair purposes financed by a private Saudi Arabian-Mauritanian joint 
venture. This facility is the first of its kind in Mauritania and has 
Segun to reduce dependency on the neighboring Spanish Canary Islands port 
tscilities. The opening of the Free Port in Nouakchott will also increase 
potential productivity and efficiency. The overall health of the fishing 
industry is, however, declining as overproduction and poor monitoring of 
illegal fishing takes their toll. 


‘e: The principal crops grown are millet, sorghum, rice and corn 
with livestock comprised mostly of goat, sheep and camels with a smaller 
amount of cattle. However, agriculture and animal husbandry were hard-hit 
by the droughts cf the last 20 years. Increased seasonal rains in the last 
several years have raised yields, but areas of the country which previously 
received 400 mm of rainfall annually are still adjusting to new "normal" 
levels of 250-300 mm per year. The expanding desertification problems, the 
disruption of society along the Senegal river valley, and the border 
closing have all made agriculture increasingly problematic. 


The PREF and the PCR have both identified agriculture as a priority sector 
to further growth and reduce foreign dependency. The PCR allocates 34 
percent of its budget for rural and agricultural projects according to the 
long-term development plan. A variety of government and parastatal 
structures share responsibility for the import, distribution, and sale of 
both domestic and imported food grains within a pricing regime of their own 
determination. Recent measures aimed at stimulation and rationalization of 
agricultural production have included producer price increases, marketing 
and distribution liberalization, and streamlining of government-owned 
agricultural organizations. 


j : The government-owned Societe Nationale Industrielle et Miniere 
(SNIM), which runs the iron ore mining complex at Zouerate, is enjoying a 
revival of sorts as a result of achieving its high production objectives 
(11.59 million tons in 1990). Originally, the key enterprise after 
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independence up to the mid-1980s, SNIM provided up to 80 percent of foreign 
exchange earnings. However, earnings from iron ore mining in the mid-1980s 
were undependable due to weak world steel demand, high production costs, 
and decreasing productivity. Depreciation of the dollar against European 
currencies also hurt SNIM, due to the fact that a large percentage of its 
inputs were purchased in European currencies, while its product is sold for 
dollars. By the end of the 1980s, these factors began to turn around; SNIM 
took pains to increase productivity by reducing high production costs, 
including dismissing 25 percent of its work force and cutting its high 
foreign debt. Of special interest is the increase in purchases of inputs 
from the United States. Production rose from 9.10 million tons in 1987 to 
9.30 million in 1988 to 11.95 million in 1989 and 11.59 million in 1990 and 
currently accounts for about one-third of the total foreign exchange 
earnings and about 21 percent of GNP. 


The first mines, which contained ore bodies of 65 percent purity, are 
rapidly being depleted and recently opened new mines, called Guelbs, are 
encountering lower grade ore as a result of a faulty and costly on-site 
enrichment process. Fortunately, a new low-cost iron ore body, the 
M'Haoudat, has been discovered. Scheduled to begin production in 1992, it 
is expected to produce 80 million tons of high-quality iron ore (60-68 
percent average iron content). Another advantage of M'Haoudat is that it 
is near existing mining operations, which feed SNIM's 670 km long railroad 
and Nouadhibou port facilities. 


The long-defunct copper mines of Akjoujt have been the source of some 
speculation, although one plan to rehabilitate the mines through 
involvement of an Arab consortium collapsed. However, gold was recently 
extracted from a sample of the copper ore tailings left from previous 
mining operations, and there is speculation that foreign investors may 
develop this resource. Other prospects include gypsum, sulphur, and 
phosphate deposits. 


Industry: The industrial sector is largely limited to chemicals and 
plastics, food and drink, metal products, and metallurgy and building 
materials. It has seen only marginal development. Some of the problems 
have been poor selection and. design of projects, lack of skilled workers 
and capital, lack of infrastructure, small market size, poor purchasing 
power, and the time-consuming nature of the procedures required for special 
benefits designated in the investment code. 


In the field of petroleum developement, Amoco and Texaco recently surveyed 
the coastal areas for possible future exploration and drilling. There is a 
new Hydrocarbon Research and Exploitation Code covering such areas as 
fiscal advantages, duty and tax exemptions, and oil royalties. The 
document constitutes the first comprehensive legal framework for 
establishing work. operations in Mauritania. Regarding fiscal advantages, 
all imported materials for research or exploration are exempted from duties 
and taxes. During the exploration period, no taxes are imposed on the 
company. However, taxes on production (oil royalties) are imposed. 
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: The financial sector in Mauritania is undergoing 
rationalization, but many improvements remain to be implemented, although 
incentives have improved under the military government. Eager to attract 
funds, the government liberalized the investment code. The PREF sought to 
restore conditions compatible with long-term growth partly through 
reallocation of public investment to sectors with the greatest productive 
potential (agriculture, fishing, and mining). Results directly due to 
changes in investment policy, however, were few. The rewriting of the 
investment code was a goal of the PREF, but it was not done until January 
1989. The new code is aimed at improving the investment climate by 
stimulating competition and attracting foreign capital and investment. The 
National Investment Commission screens all major foreign investment 
proposals in an attempt to facilitate investment projects. 


IMPLICATIONS FOR THE UNITED STATES AND AMERICAN BUSINESS 


As a former French colony, Mauritania has traditionally looked to France 
for assistance and manufactured goods. France remains Mauritania's largest 
trading partner, although Spain is now a close second. In 1990, France's 
exports to Mauritania represented over 40 percent of total Mauritanian 
imports. Nevertheless, several factors make it substantially easier for 
the American exporter to break into the Mauritanian market than into other 
countries of former French West Africa. First, Mauritania was one of the 
last areas to be colonized, and the French influence here is not as 
extensive as in other former colonies. Also, SNIM and other companies have 
purchased large quantities of American heavy equipment for more than a 
decade. As a result, some Mauritanians are already well-acquainted with 
some American products. Thirdly, French goods here do not have the Franc 
Zone currency advantage which they enjoy in other parts of Francophone 
Africa. Imports here are rarely held up by a lack of dollars since 


Mauritania's export sales, which are greater in total value, are generally 
made in dollars. 


American sales could be made here with virtually any product suitable for 
an arid country with little infrastructure. Islamic requirements must be 
adhered to, such as the ban on pork products, alcohol, and gambling. 
Mining, fishing, and agriculture are the sectors of most promise for 
American sales. The Commercial Section of the American Embassy has 
received inquiries indicating Mauritanian interest in purchasing 
American-manufactured cosmetics, canned food, and farm machinery. Fishing 
vessels and equipment are sales possibilities, as is fish processing 
equipment. In the mining sector, the government mining company, SNIM, has 
refinanced itself and may start purchasing equipment again soon. Increased 
agricultural imports, especially of rice, wheat, flour, sugar, and tea, 
aare now a possibility. The Mauritanian market for consumer goods is 
likely to remain limited, although there is an interest in American 
products across a wide range. 
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The Mauritanian Government is working to encourage more companies to invest 
in Mauritania. The new investment code calls for arbitration of disputes 
between investors and the Mauritanian Government. The code guarantees 
foreign investors the freedom to repatriate profits and capital. They are 
also permitted to hold part of their capital stock in hard currencies and 
sets no limitation on the repatriation of profits or capital for foreign 
investors. However, the local currency, the Ouguiya, is not freely 
convertible, and bank notes cannot be removed from Mauritania, which can 
constrain capital export. 


Any firm wishing to do business in Mauritania must, repeat must, be able to 
conduct its affairs either in French or Arabic. Professional 
English-language interpreter services do not exist in Nouakchott. Strict 
Currency controls apply to foreign travelers, and credit cards and personal 
checks are not accepted at most commercial establishments. 


Any firm seeking to export to Mauritania should contact 

-the United States Department of Commerce, Office of Africa, 
Mauritania Desk, tel. (202) 377-4388; 

-the Mauritanian Embassy in Washington, D.C., tel. (202) 232-5700; 

-the Commercial Officer, American Embassy, B.P. 222, Nouakchott, 
Mauritania, tel. (222) 2-526-60, ext. 216, for more information on 
investment laws, currency controls, and the tariff rates which are 
applicable for specific products. 
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